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corresponding, but offsetting foreign exchange transactions, one with the customer and 

one with the counterparty.   

4. The prime broker thereby serves as a credit intermediary, allowing 

its customers access to the foreign exchange markets.  The prime broker remains “flat” as 

a result of its role as an intermediary, standing between two equal but offsetting foreign 

exchange transactions.  Meanwhile, the customer obtains full access to the risks and 

rewards of the transaction it negotiates with the counterparty.   

5. To provide such foreign exchange prime brokerage services to 

Tormar, Citibank and Tormar entered into a “Citibank N.A. Customer Agreement for 

Foreign Exchange Prime Brokerage Services” (the “Prime Brokerage Agreement”), dated 

as of August 4, 2009.   

6. To enable Tormar and Citibank to enter into specific foreign 

exchange transactions between themselves, Tormar and Citibank also entered into an 

International Swaps and Derivatives Association, Inc. (“ISDA”) “2002 Master 

Agreement,” dated as of August 4, 2009 (together with an accompanying Schedule, the 

“Master Agreement”), using industry-standard forms developed by ISDA.  Also as of 

August 4, 2009, Tormar and Citibank entered into a “Credit Support Annex” to the 

Schedule, which formed part of the Master Agreement.  The Credit Support Annex (also 

based on an ISDA form) required Tormar to post collateral with Citibank to secure 

Tormar’s obligations with respect to the foreign exchange transactions between Citibank 

and Tormar.  Tormar was required to post such collateral initially, and, depending on the 

outstanding transactions and the movement of the relevant exchange rates, to post 

additional collateral as well. 
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7. Pursuant to the Prime Brokerage Agreement, Tormar was able to, 

and did, negotiate numerous foreign exchange transactions with counterparties.  Tormar 

and Citibank would then, pursuant to the Master Agreement, enter into their own foreign 

exchange transactions.  Citibank would simultaneously enter into off-setting foreign 

exchange transactions with Tormar’s counterparties.  Tormar posted collateral with 

Citibank from time to time with respect to Tormar’s transactions with Citibank.   

8. On January 15, 2015, due to sudden market developments with 

respect to the Swiss Franc, the aggregate value of Tormar’s portfolio of foreign exchange 

transactions under its Master Agreement with Citibank declined precipitously, triggering 

an immediate obligation on Tormar’s part to post approximately $29 million in additional 

collateral with Citibank. 

9. Tormar, however, admitted to Citibank that it could not post the 

requisite amount of additional collateral.  Instead of doing so, over the course of January 

15 and January 16, 2015, Tormar unwound all of its outstanding transactions with 

Citibank in an effort by Tormar to crystallize its existing losses and prevent further losses 

and additional liability to Citibank.  Following the unwinding, Tormar owed Citibank 

approximately U.S. $35 million, prior to the application of any collateral Tormar had 

previously posted with Citibank.   

10. Tormar’s substantial losses on January 15, 2015 triggered an 

“Event of Default” under its Master Agreement with Citibank.  As a result, on January 

20, 2015, Citibank exercised its right to cause the contractually-defined “Early 

Termination” of the Master Agreement.  (Citibank also, on January 15, 2015, terminated 

its Prime Brokerage Agreement with Tormar.)  Thereafter, on February 3, 2015, Citibank 

Case 1:15-cv-01932-JPO   Document 1   Filed 03/13/15   Page 3 of 13



4 

provided Tormar with a statement indicating the total amount Tormar owed to Citibank 

under the Master Agreement, after application of the amount of collateral Tormar had 

previously posted, of $25,205,607.96 (the “Payment Amount”), excluding interest and 

expenses, which Tormar also owed Citibank under the Master Agreement. 

11. To date, Tormar has not paid Citibank the Payment Amount, let 

alone the related interest or expenses.  Accordingly, Citibank now brings this action to 

recover the full amount Tormar still owes to Citibank under that Agreement. 

Parties 

12. Citibank is a national banking association.  As set forth in its 

articles of association, Citibank has its main office at 701 E. 60th Street North, Sioux 

Falls, SD 57104, and is therefore a citizen of South Dakota.  Among other businesses, 

Citibank provides foreign exchange prime brokerage services to approved customers.   

13. Upon information and belief, Tormar is a limited liability company 

incorporated in Connecticut with its principal place of business at 60 Long Ridge Road, 

Suite 406, Stamford, CT 06902. 

14. Upon information and belief, Tormar is a joint family office and 

proprietary trading firm, which invests in real estate, private equity, hedge funds, and 

venture capital, as well as proprietary trading of the principals’ capital, including foreign 

exchange trading. 

15. Upon information and belief, the two principals and sole members 

of Tormar are John Tormondsen and Ron Marks, both citizens of the State of 

Connecticut. 

Case 1:15-cv-01932-JPO   Document 1   Filed 03/13/15   Page 4 of 13



5 

Jurisdiction and Venue 

16. This Court has subject matter jurisdiction over this action pursuant 

to 28 U.S.C. § 1332 because the parties are of diverse citizenship, and the amount in 

controversy exceeds $75,000, exclusive of interest and costs. 

17. Venue is proper in the Southern District of New York pursuant to 

28 U.S.C. § 1391(d).  In Section 13(b) of the Master Agreement, the parties agreed to 

submit disputes arising out of or in connection with the Master Agreement to the 

jurisdiction of this Court.  

Foreign Exchange Transactions 

18. Foreign exchange transactions can be used as a method to hedge, 

transfer, or otherwise trade in certain risks associated with foreign currencies, including 

the movement of foreign exchange rates.   

19. On information and belief, Tormar wished to participate in the 

foreign exchange markets using Citibank’s foreign exchange prime brokerage services.  

The parties therefore entered into the Prime Brokerage Agreement.  (A copy of the Prime 

Brokerage Agreement is attached as Ex. 1 to this complaint and is incorporated here by 

reference.)   

20. This Agreement, as noted above, allowed Tormar to negotiate 

foreign exchange transactions with counterparties, and then use Citibank as a credit 

intermediary.  The result was that, for each foreign exchange transaction Tormar 

negotiated with a counterparty, so long as the transaction met the parameters for such 

transactions set forth in the Prime Brokerage Agreement, Tormar entered into a foreign 

exchange transaction with Citibank, and Citibank entered into an offsetting transaction 

with the counterparty.   
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The Parties’ Agreements 

21. With respect to the contemplated foreign exchange transactions 

between Tormar and Citibank, Tormar and Citibank entered into the Master Agreement, 

dated as of August 4, 2009, which was based on market-standard ISDA documentation.  

As part of their Master Agreement, the parties executed the following documents: 

• An ISDA “2002 Master Agreement,” dated as of August 4, 2009, 

including an accompanying Schedule dated as of the same date, using the 

forms published by ISDA, with certain changes set forth in the Schedule 

as negotiated and agreed to between the parties.  (A copy of the ISDA 

2002 Master Agreement with its accompanying Schedule is attached as 

Ex. 2 to this complaint and is incorporated here by reference.); and 

• A “Credit Support Annex to the Schedule to the ISDA 2002 Master 

Agreement,” also dated as of August 4, 2009 (the “Credit Support 

Annex”), also using the form published by ISDA, with certain elections 

and changes as negotiated and agreed to between the parties.  The Credit 

Support Annex, by its express terms, “supplements, forms part of, and is 

subject to” the ISDA 2002 Master Agreement.  (A copy of the Credit 

Support Annex is attached as Ex. 3 to this complaint and is incorporated 

here by reference.). 

22. The Prime Brokerage Agreement expressly provides that it “does 

not supersede but supplements” the parties’ Master Agreement and that any transaction 

entered into pursuant to the Prime Brokerage Agreement is subject to the Master 

Agreement.  (Ex. 1.)   

Case 1:15-cv-01932-JPO   Document 1   Filed 03/13/15   Page 6 of 13



7 

Collateral Requirements 

23. Pursuant to the Credit Support Annex, Tormar was required to post 

with Citibank initial collateral (called an “Independent Amount”), which reflected the 

initial margin that Citibank required to secure Tormar’s obligations to Citibank under the 

Master Agreement.   

24. Under the Credit Support Annex, Citibank could also from time to 

time require Tormar to post additional collateral (or “Eligible Credit Support”) based 

upon Citibank’s exposure to Tormar due to market movements affecting the value of the 

parties’ underlying trades (referred to as Citibank’s “Exposure”).   

25. Both the Independent Amount and the additional Eligible Credit 

Support, added together, constituted the “Credit Support Amount,” as defined in the 

Credit Support Annex, that Tormar was required to post with Citibank.  

Subsequent Foreign Exchange Transactions 

26. Tormar and Citibank subsequently entered into, pursuant to the 

Master Agreement, a variety of foreign exchange transactions, including currency option 

and spot/forward transactions.   

27. As of January 20, 2015, Citibank was holding $10,052,480.51 in 

collateral that Tormar had posted with respect to the two parties’ outstanding foreign 

exchange transactions. 

Tormar’s Account Plummets in Value 

28. On January 15, 2015, the Swiss National Bank announced that it 

was discontinuing its three-year old policy of maintaining the Swiss Franc to Euro 

exchange rate at a minimum of 1.20 Swiss Francs per Euro.  As a result, the Swiss Franc 

surged dramatically against other currencies, including as much as 38 percent against the 
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U.S. Dollar, as well as rising against all 174 foreign-exchange values tracked by 

Bloomberg.   

29. Tormar’s foreign exchange portfolio was heavily exposed to the 

Swiss Franc, effectively amounting to a net short position with respect to the currency.  

In other words, Tormar was betting that the Swiss Franc would fall in relation to other 

currencies.  As a result, after the January 15 Swiss National Bank announcement, the 

value of Tormar’s foreign exchange positions plummeted. 

30. On January 15, 2015, an employee on Citibank’s Foreign 

Exchange Prime Brokerage desk informed Tormar of a margin (or collateral) deficit of 

approximately $29 million.  Under the parties’ Master Agreement, and the Credit Support 

Annex, that deficit required either that Tormar post additional collateral in the amount of 

$29 million or close out its positions in its foreign exchange transactions with Citibank.   

31. Mr. Tormondsen of Tormar explained to Citibank that Tormar 

could not cover the margin call, nor would it be able to do so in the future.  The parties 

agreed that Tormar would unwind its positions to avoid potential further losses and 

additional liability to Citibank.   

32. That same day, Citibank terminated the Prime Brokerage 

Agreement.   

Event of Default and Early Termination 

33. Tormar proceeded to unwind its positions and crystallize its 

substantial losses on its foreign exchange transactions, which losses had triggered a 

defined “Event of Default” under the parties’ Master Agreement. 

34. Specifically, Paragraph 13(l)(iv)(B) of the Credit Support Annex 

provides that an Event of Default occurs under the Master Agreement “if at any time” 
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Tormar’s “Net Equity” (essentially, the aggregate value of its positions vis-à-vis 

Citibank) is less than or equal to 60% of “Required Margin” (essentially, the amount 

Tormar was then required to post in collateral).  (Ex. 3 ¶ 13(l)(iv)(B).)   

35. As of January 20, 2015, Tormar’s “Net Equity” was 

negative $25,205,607.97, far below 60% of Tormar’s “Required Margin” of 

$620,075.56.  Thus, an Event of Default had occurred under the Master 

Agreement. 

36. Under Section 6(a) of the Master Agreement, upon an Event of 

Default, Citibank was entitled to designate an “Early Termination Date” with respect to 

the Master Agreement.  

37. Accordingly, on January 20, 2015, Citibank sent Tormar a “Notice 

of Event of Default & Notice Designating an Early Termination Date” (the “January 20 

Notice”), notifying Tormar that, on January 15, 2015, an Event of Default had occurred 

pursuant to Paragraph 13(l)(iv)(B) of the Credit Support Annex because Tormar’s Net 

Equity was less than 60% of the Required Margin, and designating January 20, 2015 as 

the “Early Termination Date” for all outstanding foreign exchange transactions between 

Citibank and Tormar.  (A copy of the January 20 Notice is attached as Ex. 4 to this 

complaint and is incorporated here by reference.)  

The Calculation Statement 

38. Pursuant to Section 6(d) of the Master Agreement, “[o]n or as soon 

as reasonably practicable following the occurrence of an Early Termination Date, each 

party will make calculations on its part [of any Early Termination Amount due in respect 

of such Early Termination Date] and will provide to the other party a statement 

(1) showing, in reasonable detail, such calculations …, (2) specifying … any Early 
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Termination Amount payable and (3) giving details of the relevant account to which any 

amount payable to it is to be paid.”  (Ex. 2 § 6(d).) 

39. Accordingly, in the January 20 Notice, Citibank noted that it would 

thereafter calculate the amounts due to Citibank from Tormar in respect of the “[E]arly 

[T]ermination” of the Master Agreement and all of the parties’ transactions with respect 

to the Agreement.  (Ex. 4.) 

40. Under Section 6(e) of the Master Agreement, if the Early 

Termination Date results from an Event of Default, then the Early Termination Amount is 

an amount equal to (1) the sum of (A) the “Termination Currency Equivalent of the 

Close-out Amount” (as defined in the Master Agreement) determined by the non-

defaulting party and (B) the “Termination Currency Equivalent of the Unpaid Amounts” 

(also as defined in the Master Agreement) owing to the non-defaulting party, less (2) the 

“Termination Currency Equivalent of the Unpaid Amounts” (also as defined) owing to 

the defaulting party.  (Ex. 2 § 6(e).) 

41. Paragraph 8(a) of the Credit Support Annex allows the set-off of 

the Early Termination Amount against any posted collateral.  (Ex. 3 ¶ 8(a).) 

42. On February 3, 2015, Citibank sent Tormar a “Statement Under 

Section 6(d) of the ISDA 2002 Master Agreement” (the “Calculation Statement”).  (A 

copy of the Calculation Statement is attached as Ex. 5 to this complaint and is 

incorporated here by reference.) 

43. The Calculation Statement set forth the calculation of the Early 

Termination Amount, which totalled $35,258,088.47.  (Ex. 5.) 
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44. The Calculation Statement also showed a set-off against the Early 

Termination Amount of Tormar’s $10,052,480.51 of posted collateral that Citibank was 

then holding, resulting in the Payment Amount, that is, the net amount owing from 

Tormar to Citibank, of $25,205,607.96.  (Ex. 5.)  The Calculation Statement listed a 

Citibank account to which Tormar was to send the Payment Amount.  (Ex. 5.) 

Tormar Fails to Satisfy Its Obligations 

45. In accordance with Section 6(d)(ii) of the Master Agreement, the 

Early Termination Amount was due from Tormar on February 3, 2015, the date the 

Calculation Statement was delivered to Tormar.  (Ex. 2 § 6(d)(ii); Ex. 5.) 

46. Tormar failed to pay the Payment Amount on February 3, 2015. 

47. Under Sections 9(h)(ii) and (iii) of the Master Agreement, interest 

accrues on the Early Termination Amount from and including the Early Termination Date 

until the date of payment at the “Applicable Close-out Rate,” calculated on the basis of 

daily compounding and the actual number of days elapsed.  (Ex. 2 §§ 9(h)(ii) and (iii).)  

Under Section 14 of the Master Agreement, because the Early Termination Amount is 

payable by a “Defaulting Party,” the Applicable Close-out Rate is equal to the “Default 

Rate,” which in turn is a rate per annum equal to the cost to Citibank if it were to fund the 

relevant amount plus 1% per annum. 

48. As of the date of the commencement of this action, Tormar still 

has not paid the Payment Amount of $25,205,607.96, or any accrued interest calculated 

at the Default Rate. 
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Tormar’s Indemnification Obligation 

49. In addition, pursuant to Section 11 of the Master Agreement, 

Tormar agreed to indemnify Citibank for, and hold it harmless from, all reasonable out-

of-pocket expenses, including legal fees, incurred by Citibank, by reason of enforcement 

and protection of Citibank’s rights under the Master Agreement.  (Ex. 2 § 11.)   

FIRST CAUSE OF ACTION  
(Breach of Contract) 

50. Plaintiff repeats and realleges each of the allegations set forth 

above, as if fully realleged here. 

51. The Master Agreement constitutes a valid and binding agreement 

between Citibank and Tormar. 

52. Citibank has performed all of its obligations under the Master 

Agreement. 

53. Tormar breached the Master Agreement by failing to pay the 

Payment Amount due to Citibank following Citibank’s declaration of an Early 

Termination, and its delivery of notice of the Early Termination Date, the Early 

Termination Amount, and the Payment Amount.  In addition, Tormar has failed to pay 

Tormar interest on that amount or to indemnify Citibank for out-of-pocket legal fees and 

expenses. 

54. As a result of Tormar’s breaches of its contractual obligations, 

Citibank has been damaged in an amount to be determined at trial, but currently believed 

to be at least $25,205,607.96, plus interest, along with Citibank’s legal fees and other 

expenses that Citibank has incurred and will incur in enforcing its rights under the Master 

Agreement. 
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